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Subsidiary Companies 


CROW’S NEST PASS ELECTRIC LIGHT & POWER 
COMPANY LIMITED 


CROWS NEST FOREST PRODUCTS COMPANY LIMITED 
THE CROW’S NEST PASS OIL & GAS COMPANY, LIMITED 
CROWS NEST PLYWOODS LIMITED 

EAST KOOTENAY LUMBER COMPANY LIMITED 

E. C. LETCHER LUMBER COMPANY LIMITED 

FERNIE EQUIPMENT COMPANY LIMITED 

GOLD CREEK TIMBER COMPANY LIMITED 

KNIGHT LUMBER COMPANY LIMITED 

KOOTENAY AND ELK RAILWAY COMPANY 
MORRISSEY, FERNIE & MICHEL RAILWAY COMPANY 
ST. MARYS LUMBER CO. LTD. 

TRANSPAC CORPORATION 


Chairman’s Statement 
to Shareholders 


During the transition from mining and processing coal 
to a total reliance on wood for operating profits, we had an 
extended period without earnings. During 1971, good markets 
and the excellence of our facilities provided earnings of 
$1,186,371, not only justifying our programming the past 
several years, but establishing the best annual operating profit 
in our 75-year history. 


We have been restructuring our management team and 
after a year of operating experience, are fully satisfied with 
the results. 


Mr. M. B. Pepper as Vice President and General Manager 
has developed a group of cost-conscious executives. Among 
the most significant changes in personnel were the 
appointments of Brian C. Pinnell, Secretary-Treasurer, 

John D. Sigalet as Manager Forest Products Division and 
J. J. Crabb as Vice President-Exploration. 


We are most fortunate in the addition to our board during 
the year of Mr. Clifford L. Larock, Chairman and Director of 
Pembroke Management Ltd. 


ANALYSIS OF INCREASE IN WORKING CAPITAL 
for year ended December 31, 1971 


Net Reduction in Bank Loans . . . $10,120,099 
Increase in Accounts Payable. . . . (80,424) 


Increase in Accounts Receivable. . . 483 388 
Increase in Inventories. . . . . . 638,384 


Increase in Working Capital . . . . $11,161,447 


You will note the improvement in our current financial 
statement reflecting the substantial reduction in bank loans. 


At this writing, we are well toward the end of the first 
quarter of 1972 and find profitable operations continuing. 
Working capital now exceeds total obligations. 


The Crow’s Nest Pass Oil & Gas Company Limited, a wholly- 
owned subsidiary, has enjoyed increasing production and 
higher market prices for oil and gas and during 1971 had an 
after-tax cash flow of $840,000. 


On December 17, 1971, your Company paid a cash 
dividend of 25¢ per common share. 


During 1972, management is continuing to increase 
manufacturing facilities to make the most economic use of 
approximately 150-million board feet of timber available 
to the Company on an annual sustained-yield basis. 
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ANALYSIS OF RETAINED EARNINGS 
1897 - 1971 


Contributed Surplus 1901.- 1908. . . $ 2,141,250 
Profitifrom operations tosl97 li i. 19,298,764 
Extraordinary profits and (losses) 
$ 566,840 
597,035 
85,329 


7 020,125 
Wan ae Sle) 
272019 6,029,053 


27,469,067 
Dividends 1901 - 1971 


Geeitaiin de Hevea ebhaaiahi ly i iba a@ hZal oykel@ 
SOCK MA ie as tit etae st uh 3,058,077 a 23, 27430), 


Retained Earnings. . . $ 4,194,700 


The substantial reserves of metallurgical and thermal 
coal on our properties continue to have a most interesting 
profit potential and reflect thorough research as to volume, 
quality and mineability. While most of this type of expense is 
behind us, the values involved continue to command major 
corporate attention. 
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Our presently established reserves represent one of the 
most attractive sources of quality coking coal in western 
Canada. 


April 15, 1972 is our 75th corporate birthday. We have 
every reason to take great pride not only in what our company 
is today, but.in all of its activities during that period. 

Probably the best evidence of the continuity of enterprise lies 
in our having paid cash dividends in 65 out of the 75 years of 
operations and consecutively since 1918. 


While Crows Nest’s contributions to its area and the whole 
of British Columbia have been significant, we feel the greatest 
opportunities are those which lie ahead. 


ETERS IRS, 


THOS: F..GLEED 
Chairman 


March 20, 1972 


CROWS NEST INDUSTRIES LIMITED 
(Incorporated under the laws of Canada) 


oOo AND ITS WHOLLY-OWNED SUBSIDIARY COMPANIES 
¢ 


consolidated balance sheet december 31, 1971 and 1970 


ASSETS 


CURRENT: 
Cash and term deposits . 
Accounts receivable . RN et OE Se so mk 
Inventories valued at the lower of cost and net realizable value 


Prepaid expenses . 


SHARES OF KAISER STEEL CORPORATION (Note 1) . 


FIXED, at cost (Note 3): 


Forest products — 
Timber cutting rights, roads and real estate less accumu- 
lated depletion of $1,468,383 (1970 — $1,202,912) . 


Plant and equipment less accumulated depreciation 
of $3,054,193 (1970 = $2,540,957) 


Petroleum and natural gas — 
Acquisition and productive development costs less accumu- 
lated depletion of $2,758,115 (1970 = $2,675,102) 


Production equipment less accumulated depreciation of 
~1,150,807 41970) —-$ 17032,058)— 


Minerals — 
Acquisition, exploration and development costs . 


OTHER: 
Mortgages receivable 
Refundable deposits . : 
Deferred railway representation costs, etc. . 


See accompanying notes. 
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1971 


$ 77,509 
1,368,787 
1,616,581 

60,264 
3,123,141 


15873,500 


5,383,904 


846,024 
499,895 


[ogo Ov 
10;203,059 


30,945 
150,414 


i53622,0 0 


1,003 a70 


$14,829,570 


1970 


$ 635,410 
899,785 

O/B 1oF 
45,878 


250927 0 


956/3;700 


2, 1225100) 


D,G15, 173 


907, C07, 
489,608 


1,504,041 
10,838,594 


23,094 
60,399 
Pilso2o2 
1,272,748 
$24,344,309 


LIABILITIES 
CURRENT: 


Bank loans (secured by accounts receivable and inventories) . 


Accounts payable and accrued charges . 


DEFERRED INCOME TAXES 


SHAREHOLDERS’ EQUITY: 


Capital (Note 4) 
Authorized — 
1,187,950 common shares of $8 par value each 


Issued — 

745,872 common shares . 
Contributed surplus (Statement 2) . 
Capital surplus (Note 4) 

Retained earnings (Statement 2) . 


Less 62,050 shares of parent owned a 


subsidiary at cost (Note 4) . 


On behalf of the Board: 
We PaGlEED, Director. 


F. D. PRATT, Director. 
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1971 


$ 2,252,000 
1,400,292 


BS 6027202 


447,575 


5,967,843 
567,160 


4,194,700 
LOW 2087.03 


10297703 


$14,829,570 


STATEMENT 1 


1970 
$12,930,000 
1,319,868 


14,249,868 


364,633 


6,464,243 
567,160 
1,300,000 
2 iM kowetes 
105909,292 


775,484 
9,/29,808 


$24,344,309 


GS CROWS NEST INDUSTRIES LIMITED 


STATEMENT 2 


AND ITS WHOLLY-OWNED SUBSIDIARY COMPANIES 


O%e 
e 


consolidated statements of retained earnings and contributed surplus 
for the years ended december 31, 1971 and 1970 


RETAINED EARNINGS 
Balance, beginning of year . 


Add (deduct): 


Capital surplus transferred on reduction 
of share capital (Note 4) 


Net income (loss) for the year (Statement 3) . 


Excess of cost over par value of common 
Shares cancelled (Note 4) 


Dividends paid: 
Cash } 


Stock . 


Balance, end of year 


CONTRIBUTED SURPLUS 
Balance, beginning of year 


Excess of assigned value over par value of 
shares issued as stock dividends . 


Balance, end of year 


See accompanying notes. 


1971 1970 


Di 21 /3,089 $ 8,095,840 


1,300,000 - 

LiSasht (5,239) 1689 
(279,084) _ 
(186,476) (1Oo;077) 


7 (573,411) 
$ 4,194,700 $12, 173;669 


>|, 567,160 oy) L625 


- 450,935 
Sip O77 160 $1) (26%, 160 
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KR CROWS NEST INDUSTRIES LIMITED 


Ae AND ITS WHOLLY-OWNED SUBSIDIARY COMPANIES 
® 


consolidated statement of income 
for the years ended december 31, 1971 and 1970 


Sales: 
Forest products : 
Petroleum and natural gas ; 


Operating costs and expenses: 
Forest products ee 
Petroleum and natural gas . 
General and administrative . 
Interest and finance . 
Depreciation 
Depletion 
Exploration, development and ‘survey 
Loss on foreign trading (Note 5) . 


Income (loss) before other income . 


Other income: 
Cash payments arising from sale of coal 
properties in 1968 (Note 2) . 
Miscellaneous . : 7. 
Gain on sale of property 


Income (loss) before income taxes . 
Income taxes . 


Income (loss) before extraordinary items . 


Extraordinary items: 
Sale of mineral exploration rights . 
Income tax reduction sells from loss a 
forward (Note 6) . : ee 
Loss on Kaiser shares 


Net income (loss) for the year . 


Per share: 
Income (loss) before extraordinary items . 
Extraordinary items . ae 


Net income (loss) . 


See accompanying notes. 
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1971 


$ 7,946,692 
1,006,625 


eyeleysie 1 Wi/ 


6,017,800 
246,289 
591,006 
692,951 
702950 
542,153 

Pape ei) 
47,901 


6,068,581 
384,736 


596,443 
Oo LM 
101,465 


787,105 


1,171,841 
257,989 


Sl svietey” 


EN INS 
175,320 


BI 2A 
$2 186,371 


STATEMENT 3 


1970 


3. 0,307,091 


i 


phe Wily hs) 


6,911,246 
219,546 
/B15239 

1170354 
774,682 
SoZ 21, 

44,529 
232,088 


10,495,901 


(3;2987176) 


594,149 
64,872 
5,850 


664,871 


(2,633,305) 
93,063 


(2,726,368) 


(2ol 2799) 


(25 12795) 


$:(5,2397163) 


$ (3.65) 
(Sis7) 


$(7.02) 


GS CROWS NEST INDUSTRIES LIMITED STATEMENT 4 
wae AND ITS WHOLLY-OWNED SUBSIDIARY COMPANIES 
e 
consolidated statement of source and application of funds 
for the years ended december 31, 1971 and 1970 
1971 1970 
Source of funds: 
Net income (loss) for the year ¢ 1,186,371 $ (5,239,163) 
Add charges not requiring an outlay of funds: 
Depreciation and depletion . 1245;103 1,156,899 
Deferred income taxes . 82,942 322010 
Loss on sale of Kaiser shares . = Pay WE hele 
Funds provided from operations . ZO LAAT oO (7,536,959) 
Proceeds from sale of Kaiser shares . 9,673,700 ~ 
Total funds provided . 12 168) E16 (1,536,959) 
Application of funds: 
Purchase of fixed assets — net . 609,568 1,172,862 
Deferred railway representation costs, etc, 1325759 403,178 
Refundable deposits, etc... .. . 97,866 (105,016) 
Cash dividends paid to shareholders . 186,476 109,677 
Tota! funds applied 1,026,669 1,580,701 
Increase (decrease) in working capital deficiency (11,161,447) 3,117,660 
Working capital deficiency, beginning of year . 11,690,598 8,572,938 
Working capital deficiency, end of year . S529 57 $11,690,598 


See accompanying notes. 


AUDITORS’ REPORT 


To the Shareholders of 
Crows Nest Industries Limited. 


We have examined the consolidated balance sheet of Crows Nest Industries Limited and its wholly- 
owned subsidiary companies as at December 31, 1971 and the consolidated statements of in- 
come, retained earnings, contributed surplus, and source and application of funds for the year 
then ended. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion these «consolidated financial statements present fairly the financial position of 
Crows Nest Industries Limited and its wholly-owned subsidiary companies at December 31, 1971, 
the results of their operations, and the source and application of their funds for the year then 
ended, in accordance with generally accepted accounting principles applied on a basis consis- 
tent with that of the preceding year. 


Calgary, Canada. 
February 22, 1972. 


CLARKSON, GORDON & CO., 
Chartered Accountants. 
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CROWS NEST INDUSTRIES LIMITED 
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notes to consolidated financial statements 
december 31, 1971 


1. SHARES OF 
KAISER STEEL CORPORATION 


During the year the Company sold its holdings 
of Kaiser shares for a cash consideration of 
$9,673,700. These shares had been received 
in 1968 as partial consideration for the sale 
of the Company’s coal properties and related 
assets. Provision for the loss resulting from 
the sale of the shares was made in the financial 
statements for the year ended December 31, 
1970. 


2. PAYMENTS ARISING FROM SALE OF 
COAL PROPERTIES IN 1968 


As part of the consideration for the sale of the 
Company’s coal properties to Kaiser Steel Cor- 
poration in 1968, the Company is entitled to 
receive payments of 50 cents per ton of coal 
produced and shipped after January 1, 1977 
from the properties sold. These payments are 
limited to an aggregate of $34 million and will 
be included in income as received. 


In addition, the Company is entitled to receive 
a series of semi-annual cash payments until 
February 1, 1973. The amount of each pay- 
ment is the excess of $309,421 over cash divi- 
dends paid on the 351,351 shares of Kaiser 
Steel Corporation which were sold by the Com- 
pany in 1971 (see, Note 1). The payments 
amounted to $596,443 in 1971 ($594,149 in 
1970) and are included in income in the years 
to which they apply. 


3. FIXED ASSETS 


Depreciation is based on the estimated useful 
lives of the assets and is provided on the 
straight line method for the new sawmill and 
the reducing balance method for other plant 
and equipment. 


Depletion is provided on timber cutting rights 
and oil and gas interests on a unit of produc- 
tion method based on estimated reserves of 
timber, oil and gas. 


4. SHARE CAPITAL 


In accordance with a by-law passed by the 
Directors in 1971 and subject to approval by 
the Shareholders and the issuance of Supple- 
mentary Letters Patent in 1972, the Company’s 
authorized share capital has been reduced by 
the cancellation of: 


(a) 25,000 3% cumulative redeemable pre- 
ferred shares of which 13,000 had been 
issued and redeemed in prior years; and 
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AND ITS WHOLLY-OWNED SUBSIDIARY COMPANIES 


(b) 62,050 common shares received by the 
Company during the year as a dividend 
from a subsidiary which had acquired the 


shares in prior years. 


Capital surplus in the amount of $1,300,000 
which arose on the redemption of preferred 
Shares in a previous year has been transferred 
to retained earnings and the common shares 
acquired as a dividend have been recorded as 
having been cancelled. Accordingly, the par 
value of the shares, $496,400, has been charg- 
ed to the share capital account and the balance 
of the cost, $279,084, has been charged to 
retained earnings. 


5. RECLASSIFICATION OF 1970 FOREIGN 
TRADING OPERATIONS 


In 1970 the Company disposed its foreign 
trading operations. For comparative purposes 
the 1970 sales, costs and expenses applicable 
to foreign trading operations have been com- 
bined as follows on the consolidated statement 
of income: 


DAES a quee ioe $5,184,210 
Cost of sales 
General and 
administrative . 
Interest and 


finance . 


Loss on foreign 
trading . 


_ $5,083,287 
273,935 


: D907 6 iS 416) 298 


P232,088 


The 1971 loss of $47,901 on foreign trading 
represents additional costs of the disposal of 
these operations. 


6. INCOME TAXES 


Income taxes applicable to income earned in 
1971 have been reduced by $175,320 as a 
result of applying a portion of operating losses 
incurred in prior years. Similar income tax re- 
ductions of approximately $1,089,000 are 
available to be applied against taxes otherwise 
payable during the years 1972 to 1975 in- 
clusive and will be included in income as extra- 
ordinary items as the losses are utilized. 


7. STATUTORY INFORMATION— 
CANADA CORPORATIONS ACT 


Remuneration of nine directors 
Remuneration of eight officers . 


Suet L900 
$204,075 


Two officers are also directors. 


UN CROWS NEST INDUSTRIES LIMITED 


AND ITS WHOLLY-OWNED SUBSIDIARY COMPANIES 


nine year summary of comparative highlights 


Sales of all products . 
Profit (loss) before extraordinary items 
Extraordinary items 
Net profit (loss) for year . 
Profit (loss) per common share 
From operations . 
Extraordinary items . 
Total ePa ted 
Common shareholders’ equity 
Equity per common share . 
Cash dividends declared . 
Dividends per common share . 
Depreciation and depletion . 
Capital expenditures 
Working capital . 
Production—lumber (fbm) 
Production—oil (bbls) : 
Production—coal, coke and breeze (tons) 
Number of employees at year-end . 
Common shares at year-end 
Number outstanding 
Percentage held by Canadians 
Other Rk Ae ee 
Number of shareholders at year-end 
Canadian 
Other 


The Department of National Revenue has listed for Canadian Income Tax A dge 
the Valuation Day value of Crows Nest Industries Limited shares as $26.0 


1971 


Noetshe oreo a) 
JIS oo2 
272,019 

LPI86371 


OD 
37 
1.59 
10,729,703 
14.39 
186,476 
25¢ 
1,245,103 
720274 

(529,151) 
92,326,957 
430,732 


394 
745,872 
41% 
59% 


261 
222 
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1970 


% 12,38179035 
(2,726,368) 
(2,512,195) 
(55239, 163) 


(3:65) 

(3.37) 

(7.02) 
9,729,808 
13.04 
109,677 
15¢+2%stk 
1,156,899 
1,261,916 

(11,690,598) 
91,822,345 
421,398 


420 


745,872 
41% 
59% 


258 
237 


1969 


$11,189,493 
(1,515,467) 


(1,515,467) 


(2.07) 
(2.07) 
15,078,648 
20.62 
548,382 
75¢ 
862,738 
5,425,070 
(8,572,938) 
53,823,668 
337,463 


428 


1968 


$12,001,891 
479,449 
020/125 
7,499,574 


66 
9.59 
10.25 
17,142,497 
23.45 
548,025 
75¢ 
637,450 
2,394,660 

(766,024) 
39,489,957 
205,728 
167,617 
344 


POL L/D 
26% 
74% 


Bo2 
261 


1967 


$15,965,891 
380,964 


380,964 


52 
52 
10,102,823 
13.91 
544,256 
75¢ 
1,134,975 
1,089,633 
472,797 
47,831,535 
191,174 
1,105,387 
818 


20,000 
26% 
74% 


305 
ES, 


1966 


$14,070,916 
469,183 
69,029 
554,512 


65 
12 

7 
10,235,615 
14.12 
540,619 
75¢ 
1,318,585 
1,803,348 
888,041 
68,813,323 
170,008 
1,009,003 
830 


724,675 
30% 
70% 


364 
20 


1965 


$13,072,834 
488,863 
597/039 
1,085,898 


68 
83 

1.51 
10,146,722 
14.12 
551,756 
75¢ 
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